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A BILL TO BEENTITLED
AN ACT TO ADDRESS THE UNEMPLOYMENT INSURANCE DEBT AND TO FOCUS
NORTH CAROLINA'S UNEMPLOYMENT INSURANCE PROGRAM ON PUTTING
CLAIMANTS BACK TO WORK.
The General Assembly of North Carolina enacts:
SECTION 1.(a) G.S. 96-5(c), (d), (e), (f), and (g) are repealed.
SECTION 1.(b) Article 1 of Chapter 96 of the General Statutes, as amended by
subsection (a) of this section, reads as rewritten:
"Article 1.
"Division-of Employment-Security-Definitions and Funds.
"§ 96-1. Fitle:Title and definitions.
(a) Title. — This Chapter shall be known and may be cited as the "Employment Security

Ermol ) o F L to t .
(b) Definitions. — The following definitions apply in this Chapter:

(1)  Agricultural labor. — Defined in section 3306 of the Code.

(2)  Average weekly insured wage. — The weekly rate obtained by dividing the
total wages reported by all insured employers for a calendar year by the
average monthly number of individuals in insured employment during that
year and then dividing that quotient by 52.

3) Base period. — The first four of the last five completed calendar quarters
immediately preceding the first day of an individual's benefit year.

(4)  Benefit. — Compensation payable to an individual with respect to the
individual's unemployment.

(5) Benefit year. — The fifty-two-week period beginning with the first day of a
week with respect to which an individual first files a valid claim for benefits
and regqisters for work. If the individual is payroll attached, the benefit year
begins on the Sunday preceding the payroll week ending date. If the
individual is not payroll attached, the benefit year begins on the Sunday of
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the calendar week with respect to which the individual filed a valid claim for
benefits and registered for work.

(6) Code. — Defined in G.S. 105-228.90.

(7)  Computation date. — August 1 of each year.

(8) Department. — The North Carolina Department of Commerce.

9 Division. — The Department's Division of Employment Security.

(10) Employee. — Defined in section 3306 of the Code.

(11) Employer or employing unit. — Any of the following:

a. An employer as defined in section 3306 of the Code.

b. A State or local governmental unit required to provide
unemployment compensation coverage to its employees under
section 3309 of the Code.

C. A _nonprofit _organization required to provide unemployment
compensation coverage to its employees under section 3309 of the
Code.

d. An _Indian tribe required to provide unemployment compensation
coverage to its employees under section 3309 of the Code.

(12) Employment. — Defined in section 3306 of the Code, with the following
additions and exclusions:

a. Additions. — The term includes service to a governmental unit, a
nonprofit organization, or an Indian tribe as described in 3306(c)(7)
and 3306(c)(8) of the Code.

b. Exclusions. — The term excludes all of the following:

1. Service performed by an independent contractor.

2. Service performed for a governmental entity or nonprofit
organization under 3309(b) and 3309(c) of the Code.

3. Service by one or more of the following individuals if the
individual is authorized to exercise independent judgment and
control over the performance of the work and is compensated
solely by way of commission:

A. A real estate broker, as defined in G.S. 93A-2.
B. A securities salesman, as defined in G.S. 78A-2.

(13) Employment security law. — A law enacted by this State or any other state or
territory or by the federal government providing for the payment of
unemployment insurance benefits.

(14) Employment service company. — A person that contracts with a client or
customer to supply an individual to perform employment services for the
client or customer and that both under contract and in fact meets all of the
following conditions:

a. Negotiates with the client or customer on such matters as time, place,
and type of work, working conditions, quality, and price of the
employment services.

b. Determines the assignment of an individual to the client or customer,
even if the individual retains the right to refuse a specific assignment.

C. Hires and terminates an individual supplied.

d. Sets the rate of pay for the individual supplied.

e. Pays the individual supplied.

(15) ederal Unemployment Tax Act (FUTA). — Chapter 23 of the Code.

(16) Full-time student. — Defined in section 3306 of the Code.

(17)  Governmental unit. — The term includes all of the following:
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a. The State, a county, or a municipality, or any department, agency, or

other instrumentality of one of these entities.

The State Board of Education, the Board of Trustees of The

University of North Carolina, the board of trustees of other

institutions and agencies supported and under the control of the State,

a local board of education, or another entity that pays a teacher at a

public school or educational institution.

A special district, an authority, or another entity exercising

governmental authority.

An alcoholic beverage control board, an airport authority, a housing

authority, a regional authority, or another governmental authority

created pursuant to an act of the General Assembly.

(18) Immediate family. — An individual's spouse, child, grandchild, parent, and
grandparent, whether the relationship is a biological, step-, half-, or in-law
relationship.

(19) Independent contractor. — An individual who contracts to do work for a
person and is not subject to that person's control or direction with respect to
the manner in which the details of the work are to be performed or what the
individual must do as the work progresses.

(20) Indian tribe. — Defined in section 3306 of the Code.

(21) Nonprofit organization. — A religious, charitable, educational, or other
organization that is exempt from federal income tax and described in section
501(c)(3) of the Code.

(22) Person. — An individual, a firm, a partnership, an association, a corporation,
whether foreign or domestic, a limited liability company, or any other
organization or group acting as a unit.

(23) Secretary. — The Secretary of the Department of Commerce or the
Secretary's designee.

(24) Taxable wages. — The amount determined under G.S. 96-9.3.

(25) Unemployed. — Defined in G.S. 96-15.01.

(26) Unemployment Trust Fund. — The federal fund established pursuant to
section 904 of the Social Security Act, as amended.

(27)  United States. — Defined in section 3306 of the Code.

(28) Wages. — Defined in section 3306 of the Code, except that no amount is
excluded as provided under subdivision (b)(1) of that section.

|=

|©

"8 96-4.1. Funds used in administering the unemployment compensation laws.

Four funds are established to administer this Chapter. The State Treasurer is responsible for
investing all revenue received by the funds as provided in G.S. 147-69.2 and G.S. 147-69.3.
Interest and other investment income earned by a fund accrues to it. Payments from a fund may
be made only upon the warrant of the Secretary of Commerce.

The four funds are:

(1)  The Employment Security Administration Fund established under G.S. 96-5.
(2) The Supplemental Employment Security Administration Fund established
under G.S. 96-5.1.
(3)  The Unemployment Insurance Fund established under G.S. 96-6.
(4)  The Unemployment Insurance Reserve Fund established under G.S. 96-6.1.
"8 96-5. Employment Security Administration Fund.

@ Spectal-Fund—Fund Established. — Fhere-is-herebycreatedin-the-State-treasury—a
spee&aHunel—teJee%nemmaHheLThe Employment Securlty Admlnlstratlon Fund IS created asa

special revenue fund.
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Ghapter— The fund shau—eenerstconsrsts of the foIIowrnq

1)
2

2
(3)
0]

©

au—meneys oneys approprlated by this State—au—me-heysState

another source for sueh—purpese—the admrnrstratron of thrs Chapter
and-shat-alse-thclude-any-moneys-Moneys received from any agency of the

United States or any other state as compensation for services or facilities
supplied to such-ageney—any-ameounts-the agency or state.

Moneys received pursuant to any surety bond or insurance policy or from
other sources for losses sustained by the Employment Security
Administration Fund or by reason of damage to equipment or supplies
purchased from moneys in sueh-fund-and the fund.

proceeds—Proceeds realized from the sale or disposition of ary—sueh
equipment or supplles purchased from moneys in the fund. Whreh—may—ne

(b) Use of Fund. — Moneys in the Employment Security Administration Fund may be
used by the Division only to administer this Chapter. Moneys received in the fund from a

source other than an appropriation by the General Assembly are appropriated for the purpose of

administering this Chapter. The Secretary is authorized to requisition and receive from the

State's account in the Unemployment Trust Fund any moneys standing to the State's credit that

are permitted by federal law to be used for administering this Chapter and to expend the

moneys for this purpose, without regard to a determination of necessrty by a federal aqencv
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"§ 96-5.1. Supplemental Employment Security Administration Fund.

(@ Fund Established. — The Supplemental Employment Security Administration Fund
is created as a special revenue fund. The fund consists of all interest paid under this Chapter by
employers on overdue contributions and any appropriations made to the fund by the General
Assembly.

(b) Use of Funds. — Moneys in the Supplemental Employment Security Administration
Fund may be used by the Division only for one or more of the purposes listed below and may
not be used in lieu of federal funds made available to the Division for the administration of this

Chapter:

(1)  The payment of costs and charges of administration that the Secretary of
Labor determines are not eligible for payment from or were improperly paid
from the Employment Security Administration Fund. The Supplemental
Employment Security Administration Fund must reimburse the Employment
Security Administration Fund for the amount of any improper payment. If
the balance in the Supplemental Fund is insufficient, the Secretary must
notify the Governor, who must request an appropriation for that purpose.
The temporary stabilization of federal funds cash flow.
Security for loans from the Unemployment Trust Fund.
The refund of an overpayment of interest previously credited to the fund. If
an_employer takes credit for a previous overpayment of interest when
remitting contributions, the amount of credit taken for the overpayment of
interest must be reimbursed to the Unemployment Insurance Fund.
"8 96-6. Unemployment Insurance Fund.

@ Establishment and Gentrek—Use. — The Unemployment Insurance Fund is

establlshed as an enterprlse fund Ihere—es—hem@—est&blﬂred—a&a—speer&l—femd—sep&rateﬁam

EeR

Tely The D|V|S|on must
admmlster the fund excluswely for the purposes of this Chapter No money in the fund may be

used, directly or indirectly, to pay interest on an advance received from the Unemployment
Trust Fund.
This fund shal-censist-ef:consists of the following sources of revenue:
(1)  AlH-centributions-Contributions collected under this Chapter,—togetherwith

any-hterest-earned-upen-any-moneysn-the-fund:Chapter.
(2)  Any—preperty-Property or securities acquired through the use of moneys
belonging to the fund;fund.

3) Al-Interest and investment earnings-ef-such—property—orsecurities; of the
fund.

(4)  Any-moneys-Moneys received from the—federal-unemployment-this State's
account in the unemployment—trust—fund-Unemployment Trust Fund in
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accordance with Title XIlI of the Social Security Aet—Act, as
amended;amended.

5) AH-moneys-Moneys credited to this State's account in the Unemployment
Trust Fund pursuant to section 903 of Title IX of the Social Security Act, as
amended (-5 CA-Tile 42 sec 1103 -(a1-amended.

(6) AH—moeneys—Moneys paid to this State pursuant to section 204 of the
Federal-State Extended Unemployment Compensation Act of 1976;1970.

@) Reimbursement payments in lieu of contributions.

(8)  Amounts transferred from the Unemployment Insurance Reserve Fund.

preseHJee The State Treasurer shaleust malntaln Wlthln the fund three separate accounts
Q) A clearing aceednt;account.
2 An unemployment trust fund aceeunt-andaccount.
3) A benefit account.
(bl) Clearing Account. — AH—The D|V|S|on must credlt moneys payable to the
Unemployment Insurance Fund ’ :

Dty&en—Aﬁeeelearanee—thereef—all—ether—The Controller must meneys—rn—the—eleanng—aeeeunt
shal-be-immediately depesited-deposit amounts in the clearing account with the secretary of
the treasury of the United States ef—AmeHea—to the credit of the account of this State in the

(b2) Unemployment Trust Fund Account. — The unemployment trust fund account

consists of moneys requisitioned from the State's account in the Unemployment Trust Fund to
make refunds of overpayments of contributions. To obtain funds needed to make refunds, the
Controller must requisition the amount needed from the Unemployment Trust Fund and credit
the amount received to this account.

(c) Benefit Account. — The benefit account consists of moneys requisitioned from the
State's account in the Unemployment Trust Fund to pay benefits. To obtain funds to pay
benefits under this Chapter, the Controller must requisition the amount needed from the State's
account in the Unemployment Trust Fund and credit the amount received to this account.
Warrants for the payment of benefits are payable from this account. Amounts in the benefit
account that are not needed to pay the benefits for which they were requisitioned may be
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applied to the payment of benefits for succeeding periods or, in the discretion of the Controller,

deposned to the credlt of the States account in the Unemplovment Trust Fund. Meneys—shal—l—be

Trust Fund or the State's account Wlthln the federal Fund ceases to exist, the credit balance of
the State's account in that Fund must be transferred to the Unemployment Insurance Fund and
credited to the benefit account.
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"8 96-6.1. Unemployment Insurance Reserve Fund.

(a) Establishment and Use. — The Unemployment Insurance Reserve Fund is
established as a special revenue fund. The Fund consists of the revenues derived from the
surtax_imposed under G.S. 96-9.7. Moneys in the Fund may be used only for the following

purposes:
€8] Interest payments required on advances under Title XII of the Social

Security Act.
(2)  Principal payments on advances under Title XII of the Social Security Act.
(3)  Transfers to the Unemployment Insurance Fund for payment of benefits.
(4)  Administrative costs for the collection of the surtax.
(5) Refunds of the surtax.

(b) Fund Capped. — The balance in the Unemployment Insurance Reserve Fund on
January 1 of any year may not exceed the greater of fifty million dollars ($50,000,000) or the
amount of interest paid the previous September on advances under Title XII of the Social
Security Act. Any amount in the fund that exceeds the cap must be transferred to the
Unemployment Insurance Fund.

SECTION 2.(a) The following statutes are repealed: G.S. 96-8, 96-9, 96-11, 96-12,
96-12.1, 96-13, and 96-14.
SECTION 2.(b) Article 2 of Chapter 96 of the General Statutes, as amended by
subsection (a) of this section, reads as rewritten:
"Article 2.

"Ynemploymenttnsurance-Bivision-Contributions and Payments by Employers.

"8 96-9.1. Purpose.

The purpose of this Article is to provide revenue to finance the unemployment benefits
allowed under this Chapter and to do so in as simple a manner as possible by imposing a State
unemployment tax that is similar to the federal unemployment tax imposed under FUTA. All
employers that are liable for the federal unemployment tax on wages paid for services
performed in this State and all employers that are required by FUTA to be given a state
reimbursement option are liable for a State unemployment tax on wages. Revenue from this
tax, referred to as a contribution, is credited to the Unemployment Insurance Fund established
in G.S. 96-6.

"8 96-9.2. Required contributions to the Unemployment Insurance Fund.

(a) Required Contribution. — An employer is required to make a contribution in each
calendar year to the Unemployment Insurance Fund in an amount equal to the applicable
percentage of the taxable wages the employer pays its employees during the year for services
performed in this State. An employer may not deduct the contributions due in whole or in part
from the remuneration of the individuals employed.

The applicable percentage for an employer is considered the employer's contribution rate
and is determined by the employer's base rate and the balance in the Unemployment Insurance
Fund as of the computation date. Taxable wages are determined in accordance with
G.S. 96-9.3. An employer's base rate is either the standard beginning rate or an experience
rating. An _employer's experience rating is computed as a reserve ratio in_accordance with
G.S. 96-9.4. An employer's reserve ratio percentage (ERRP) is the employer's reserve ratio
multiplied by sixty-eight hundredths. A positive ERRP produces a lower contribution rate, and
a negative ERRP produces a higher contribution rate.

(b) Standard Beginning Rate. — The standard beginning rate applies to an employer
until the employer's account has been chargeable with benefits for at least 12 calendar months
ending July 31 immediately preceding the computation date. An employer's account has been
chargeable with benefits for at least 12 calendar months if the employer has reported wages

Page 8 House Bill 4* H4-PCS30020-RBx-1
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paid in four completed calendar quarters and these quarters are in two consecutive calendar
years.

©) Contribution Rate. — The contribution rate for an employer is determined in
accordance with the table set out below and then rounded to the nearest one-hundredth percent
(0.01%), subject to the minimum and maximum contribution rates. The minimum contribution
rate is six-hundredths of one percent (0.06%). The maximum contribution rate is five and
seventy-six_hundredths percent (5.76%). "Total insured wages" are the total wages reported by
all insured employers for the 12-month period ending on July 31 preceding the computation
date.

Ul Trust Fund Balance

Employer's Base Rate as Percentage of Total Contribution Rate
Insured Wages

Standard Beginning Rate All balances 1%

Experience Rating Less than or equal to 1% 2.9% minus ERRP
Greater than 1% but less
than or equal to 1.25% 2.4% minus ERRP
Greater than 1.25% 1.9% minus ERRP

(d) Notification of Contribution Rate. — The Division must notify an employer of the
employer's contribution rate for a calendar year by January 1 of that year. The contribution rate
becomes final unless the employer files an application for review and redetermination prior to
May 1 following the effective date of the contribution rate. The Division may redetermine the
contribution rate on its own motion within the same time period.

(e) Voluntary Contribution. — An employer that is subject to this section may make a
voluntary contribution to the Unemployment Insurance Fund in addition to its required
contribution. A voluntary contribution is credited to the employer's account. A voluntary
contribution made by an employer within 30 days after the date on an annual notice of its
contribution rate is considered to have been made as of the previous July 31.

"8 96-9.3. Determination of taxable wages.

(a) Determination. — The Division must determine the taxable wages for each calendar
year. An employer is not liable for contributions on wages paid to an employee in excess of
taxable wages. The taxable wages of an employee is an amount equal to the greater of the
following:

(1)  The federal taxable wages set in section 3306 of the Code.

(2) Fifty percent (50%) of the average yearly insured wage, rounded to the
nearest multiple of one hundred dollars ($100.00). The average yearly
insured wage is the average weekly wage on the computation date multiplied
by 52.

(b)  Wages Included. — The following wages are included in determining whether the
amount of wages paid to an individual in a single calendar year exceeds taxable wages:

(1) Wages paid to an individual in this State by an employer that made
contributions in another state upon the wages paid to the individual because
the work was performed in the other state.

(2)  Wages paid by a successor employer to an individual when all of the
following apply:

a. The individual was an employee of the predecessor and was taken
over as an employee by the successor as a part of the organization
acquired.

b. The predecessor employer paid contributions on the wages paid to
the individual while in the predecessor's employ during the year of
acquisition.

C. The account of the predecessor is transferred to the successor.

H4-PCS30020-RBx-1 House Bill 4* Page 9
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"8 96-9.4. Determination of employer's reserve ratio.

(a) Account Balance. — The Division must determine the balance of an employer's
account on the computation date by subtracting the total amount of all benefits charged to the
employer's account for all past periods from the total of all contributions and other amounts
credited to the employer for those periods. If the Division finds that an employer failed to file a
report or finds that a report filed by an employer is incorrect or insufficient, the Division must
determine the employer's account balance based upon the best information available to it and
must notify the employer that it will use this balance to determine the employer's reserve ratio
unless the employer provides additional information within 15 days of the date of the notice.

(b) Reserve Ratio. — The Division must determine an employer's reserve ratio, which is
used to determine the employer's contribution rate. The employer's reserve ratio is the quotient
obtained by dividing the employer's account balance on the computation date by the total
taxable payroll of the employer for the 36 calendar month period ending June 30 preceding the
computation date, expressed as a percentage.

"8 96-9.5. Performance of services in this State.

A service is performed in this State if it meets one or more of the following descriptions:
(1)  The service is localized in this State. Service is localized in this State if it
meets one of the following conditions:

It is performed entirely within the State.

It is performed both within and without the State, but the service

performed without the State is incidental to the individual's service

within the State. For example, the individual's service without the

State is temporary or transitory in nature or consists of isolated

transactions.

(2)  The service is not localized in any state but some of the service is performed

in this State, and one or more of the following applies:

o |

a. The base of operations is in this State.

b. There is no base of operations and the place from which the service
is directed or controlled is in this State.

C. The service is not performed in any state that has a base of operations

or a place from which the service is directed or controlled and the
individual who performs the service is a resident of this State.
(3)  The service, wherever performed, is within the United States or Canada and
both of the following apply:

a. The service is not covered under the employment security law of any
other state or Canada.

b. The place from which the service is directed or controlled is in this
State.

(4)  The service is performed outside the United States or Canada by a citizen of
the United States in the employ of an American employer and at least one of
the following applies. For purposes of this subdivision, the term "American
employer" has the same meaning as defined in section 3306 of the Code.

a. The employer's principal place of business in the United States is
located in this State.
b. The employer has no place of business in the United States, but the

employer is one of the following:

An individual who is a resident of this State.

A corporation that is organized under the laws of this State.

A partnership or a trust and more of its partners or trustees are
residents of this State than of any other state.

| N =
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4. A limited liability company and more of its members are
residents of this State than of any other state.

The employer has elected coverage in this State in accordance with

G.S. 96-9.9.

The employer has not elected coverage in any state and the employee

has filed a claim for benefits under the law of this State based on the

service provided to the employer.

"8 96-9.6. Election to reimburse Unemployment Insurance Fund in lieu of contributions.

(@ Applicability. — This section applies to a governmental entity, a nonprofit
organization, and an Indian tribe that is required by section 3309 of the Code to have a
reimbursement option. Each of these employers must finance benefits under the contributions
method imposed under G.S. 96-9.2 unless the employer elects to finance benefits by making
reimbursable payments to the Division for the Unemployment Insurance Fund.

(b) Election. — An employer may make an election under this section by filing a written
notice of its election with the Division at least 30 days before the January 1 effective date of the
election. An_ Indian tribe _may make separate elections for itself and each subdivision,
subsidiary, or business enterprise wholly owned by the tribe. A new employer may make an
election under this section by filing a written notice of its election within 30 days after the
employer receives notification from the Division that it is eligible to make an election under
this section.

An election is valid for a minimum of four years and is binding until the employer files a
notice terminating its election. An employer must file a written notice of termination with the
Division at least 30 days before the January 1 effective date of the termination. The Division
must notify an employer of a determination of the effective date of an election the employer
makes and of any termination of the election. These determinations are subject to
reconsideration, appeal, and review. An employer that makes the election allowed by this
section may not deduct any amount due under this section from the remuneration of the
individuals it employs.

(©) Reimbursable Amount. — An employer must reimburse the Unemployment
Insurance Fund for the amount of benefits that are paid to an individual for weeks of
unemployment that begin within a benefit year established during the effective period of the
employer's election and are attributable to service that is covered by section 3309 of the Code
and was performed in the employ of the employer. For regular benefits, the reimbursable
amount is the amount of reqular benefits paid. For extended benefits, the reimbursable amount
is the amount not reimbursed by the federal government.

(d)  Account. — The Division must establish a separate account for each reimbursing
employer. The Division must credit payments made by the employer to the account. The
Division must charge to the account benefits that are paid by the Unemployment Insurance
Fund to individuals for weeks of unemployment that begin within a benefit year established
during the effective period of the election and are attributable to service in the employ of the
employer. All benefits paid must be charged to the employer's account except benefits paid
through error.

The Division must furnish an employer with a statement of all credits and charges made to
its account as of the computation date prior to January 1 of the succeeding year. The Division
may, in its sole discretion, provide a reimbursing employer with informational bills or lists of
charges on a basis more frequent than yearly if the Division finds it is in the best interest of the
Division and the affected employer to do so.

(e) Annual Reconciliation. — A reimbursing employer must maintain _an account
balance equal to one percent (1%) of its taxable wages. The Division must determine the
balance of each employer's account on the computation date. If there is a deficit in the account,
the Division must bill the employer for the amount necessary to bring its account to one percent

|©
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(1%) of its taxable wages for the preceding calendar year. The Division must send a bill as soon
as practical. Payment is due within 30 days from the date a bill is mailed. Amounts unpaid by
the due date accrue interest and penalties in the same manner as past-due contributions and are
subject to the same collection remedies provided under G.S. 96-10 for past-due contributions.

(f) Quarterly Wage Reports. — A reimbursing employer must submit quarterly wage
reports to the Division on or before the last day of the month following the close of the calendar
guarter in which the wages are paid. During the first four quarters following an election to be a
reimbursing employer, the employer must submit an advance payment with its quarterly report.
The amount of the advance payment is equal to one percent (1%) of the taxable wages reported
on the quarterly wage report. The Division must remit the payments to the Unemployment
Insurance Fund and credit the payments to the employer's account.

(@)  Change in Election. — The Division must close the account of an employer that has
been paying contributions under G.S. 96-9.2 and that elects to change to a reimbursement basis
under this section. A closed account may not be used in any future computation of a
contribution rate. The Division must close the account of an employer that terminates its
election to reimburse the Unemployment Insurance Fund in lieu of making contributions. An
employer that terminates its election under this section is subject to the standard beginning rate.

(h) Noncompliance by Indian Tribes. — An Indian tribe that makes an election under
this section and then fails to comply with this section is subject to the following consequences:

(1)  Anemployer that fails to pay an amount due within 90 days after receiving a
bill and has not paid this liability as of the computation date loses the option
to_make reimbursable payments in lieu of contributions for the following
calendar year. An employer that loses the option to make reimbursable
payments in lieu of contributions for a calendar year regains that option for
the following calendar year if it pays its outstanding liability and makes all
contributions during the year for which the option was lost.

(2)  Services performed for an employer that fails to make payments, including
interest and penalties, required under this section after all collection
activities considered necessary by the Division have been exhausted, are no
longer treated as "employment” for the purpose of coverage under this
Chapter. An _employer that has lost coverage regains coverage under this
Chapter for services performed if the Division determines that all
contributions, payments in lieu of contributions, penalties, and interest have
been paid. The Division must notify the Internal Revenue Service and the
United States Department of Labor of any termination or reinstatement of
coverage pursuant to this subsection.

(i) Transition. — This subsection provides a transitional adjustment period for an
employer that elected to be a reimbursing employer prior to January 1, 2013, and was not
required to submit an advance payment with its first four quarterly reports equal to one percent
(1%) of its reported taxable wages. This subsection expires January 1, 2016.

(1)  Governmental entities. — An employer that is a State or local governmental
unit must reimburse the Division in the amount required by subsection (c) of
this section for benefits paid on its behalf, as determined on the computation
date in 2013, but it does not have to reconcile its account balance, as
required under subsection (e) of this section, until 2014. If the employer's
account balance on the computation date in 2014 does not equal one percent
(1%) of its taxable wages reported for the 2013 calendar year, the Division
will bill the employer for the deficiency.

(2) Nonprofit organization. — An employer that is a nonprofit organization may
not secure its election to reimburse in lieu of paying contributions by posting
a surety bond or a line of credit after July 1, 2013. An employer whose
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election is secured by a surety bond or line of credit is not required to begin
making quarterly advance payments until the quarter following the quarter
that its surety bond or line of credit expires and is not required to meet the
annual reconciliation requirement until the employer has made at least four
guarterly payments.

"8 96-9.7. Surtax for the Unemployment Insurance Reserve Fund.

(@ Surtax Imposed. — A surtax is imposed on an employer who is required to make a
contribution to the Unemployment Insurance Fund equal to twenty percent (20%) of the
contribution due under G.S. 96-9.2. Except as provided in this section, the surtax is collected
and administered in the same manner as contributions. Surtaxes collected under this section
must be credited to the Unemployment Insurance Reserve Fund established under G.S. 96-6.
Interest collected on unpaid surtaxes imposed by this section must be credited to the
Supplemental Employment Security Administration Fund. Penalties collected on unpaid
surtaxes imposed by this section must be credited to the Civil Penalty and Forfeiture Fund
established in G.S. 115C-457.1.

(b)  Suspension of Tax. — The tax does not apply in a calendar year if, as of the
preceding August 1 computation date, the amount in the State's account in the Unemployment
Trust Fund equals or exceeds one billion dollars ($1,000,000,000).

"8 96-9.8. Voluntary election to pay contributions.

(a) When Allowed. — An employer may elect to be subject to the contribution
requirement imposed by G.S. 96-9.2 and thereby provide benefit coverage for its employees as
follows:

(1)  Anemployer that is not otherwise liable for contributions under G.S. 96-9.2
may elect to pay contributions to the same extent as an employer that is
liable for those contributions.

(2)  An employer that pays for services that are not otherwise subject to the
contribution requirement may elect to pay contributions on those services
performed by individuals in its employ in one or more distinct
establishments or places of business.

(3)  An employer that employs the services of an individual who resides within
this State but performs the services entirely without the State may elect to
have the individual's service constitute employment subject to contributions
if no contributions are required or paid with respect to the services under an
employment security law of any other state or of the federal government.

(b) Election. — To make an election under this section, an employer must file an
application with the Division. An election is effective on the date stated by the Division in a
letter approving the election. An election is irrevocable for the two-year period beginning on
the effective date.

(©) Termination. — The Division may, on its own motion, terminate coverage of an
employer who has become subject to this Chapter solely by electing coverage under this
section. This termination may occur within the two-year minimum election period. The
Division must give the employer 30 days written notice of a decision to terminate an election.
The notice must be mailed to the employer's last known address. An employer that elects
coverage under this section _may, subsequent to the two-year minimum election period,
terminate the election by filing a notice of termination with the Division. The notice must be
given prior to the first day of March following the first day of January of the calendar year for
which the employer wishes to cease coverage under this section."

SECTION 3.(a) Chapter 96 of the General Statutes is amended by inserting a new

Article 2A immediately before G.S. 96-10 to read:
"Article 2A.
Administration and Collection of Contributions."
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SECTION 3.(b) Article 2A of Chapter 96 of the General Statutes, as created in
subsection (a) of this section, is amended by adding the following new sections to read:
"Article 2A.
"Administration and Collection of Contributions.
"8 96-9.15. Report and payment.

(a) Report and Payment. — Contributions are payable to the Division when a report is
due. A report is due on or before the last day of the month following the close of the calendar
guarter _in_which the wages are paid. The Division must remit the contributions to the
Unemployment Insurance Fund. If the amount of the contributions shown to be due after all
credits is less than five dollars ($5.00), no payment need be made.

(b) Overpayment. — If an employer remits an amount in excess of the amount of
contributions due, including any applicable penalty and interest, the excess amount remitted is
considered an overpayment. The Division must refund an overpayment unless the amount of
the overpayment is less than five dollars ($5.00). Overpayments of less than five dollars ($5.00)
may be refunded only upon receipt of a written demand for the refund from the employer
within the time allowed under G.S. 96-10(e).

©) Method of Payment. — An employer may pay contributions by electronic funds
transfer. When an electronic funds transfer cannot be completed due to insufficient funds or the
nonexistence of an account of the transferor, the Division may assess a penalty equal to ten
percent (10%) of the amount of the transfer, subject to a minimum of one dollar ($1.00) and a
maximum of one thousand dollars ($1,000). The Division may waive this penalty for good
cause shown.

The Division may allow an employer to pay contributions by credit card. An employer that
pays by credit card must include an amount equal to any fee charged by the Division for the use
of the card. A payment of taxes that is made by credit card and is not honored by the card issuer
does not relieve the employer of the obligation to pay the taxes.

An employer that does not pay by electronic funds transfer or by credit card must pay by
check or cash. A check must be drawn on a United States bank and cash must be in currency of
the United States.

(d) Form of Report. — An employer must complete the tax form prescribed by the
Division. An employer or an agent of an employer that reports wages for at least 25 employees
must file the portion of the "Employer's Quarterly Tax and Wage Report" that contains the
name, social security number, and gross wages of each employee in a format prescribed by the
Division. For failure of an employer to comply with this subsection, the Division must assess a
penalty of twenty-five dollars ($25.00). For failure of an agent of an employer to comply with
this subsection, the Division may deny the agent the right to report wages and file reports for
that employer for a period of one year following the calendar quarter in which the agent filed
the improper report. The Division may reduce or waive a penalty for good cause shown.

(e) Jeopardy Assessment. — The Secretary may immediately assess and collect a
contribution the Secretary finds is due from an employer if the Secretary determines that
collection of the tax is in jeopardy and immediate assessment and collection are necessary in
order to protect the interest of the State and the Unemployment Insurance Fund.

(f) Domestic Employer Exception. — The Division may authorize an employer of
domestic service employees to file an annual report and to file that report by telephone. An
annual report allowed under this subsection is due on or before the last day of the month
following the close of the calendar year in which the wages are paid. A domestic service
employer that files a report by telephone must contact either the tax auditor assigned to the
employer's account or the Employment Insurance Section in Raleigh and report the required
information to that auditor or to that section by the date the report is due.

"§ 96-10.1. Compromise of liability.
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(@ Authority. — The Secretary may compromise an employer's liability under this
Article when the Secretary determines that the compromise is in the best interest of the State
and makes one or more of the following findings:

(1)  There is a reasonable doubt as to the amount of the liability of the employer
under the law and the facts.

(2)  The employer is insolvent and the Secretary probably could not otherwise
collect an amount equal to, or in excess of, the amount offered in
compromise. An_employer is considered insolvent only in one of the
following circumstances:.

a. It is plain and indisputable that the employer is clearly insolvent and
will remain so in the reasonable future.

b. The employer has been determined to be insolvent in a judicial
proceeding.

(3) Collection of a greater amount than that offered in compromise is
improbable, and the funds or a substantial portion of the funds offered in the
settlement come from sources from which the Secretary could not otherwise
collect.

(b)  Written Statement. — When the Secretary compromises an employer's liability under
this section and the amount of the liability is at least one thousand dollars ($1,000), the
Secretary must make a written statement that sets out the amount of the liability, the amount
accepted under the compromise, a summary of the facts concerning the liability, and the
findings on which the compromise is based. The Secretary must sign the statement and keep a
record of the statement."

SECTION 4. Chapter 96 of the General Statutes is amended by inserting a new

Article 2B to read:

"Article 2B.
"Administration of Employer Accounts.
"8 96-11.1. Employer accounts.

The Division must maintain a separate account for each employer. The Division must credit
the employer's account with all contributions paid by the employer or on the employer's behalf
and must charge the employer's account for benefits as provided in this Chapter. The Division
must prepare an annual statement of all charges and credits made to the employer's account
during the 12 months preceding the computation date. The Division must send the statement to
the employer when the Division notifies the employer of the employer's contribution rate for
the succeeding calendar year. The Division may provide a statement of charges and credits
more frequently upon a request by the employer.

"8 96-11.2. Allocation of charges to base period employers.

Benefits paid to an individual are charged to an employer's account when the individual's
benefit year has expired. Benefits paid to an individual must be allocated to the account of each
base period employer in the proportion that the base period wages paid to the individual in a
calendar guarter by each base period employer bears to the total wages paid to the individual in
that quarter by all base period employers. The amount allocated to an employer that pays
contributions is multiplied by one hundred twenty percent (120%) and charged to that
employer's account. The amount allocated to an employer that elects to reimburse the
Unemployment Insurance Fund in lieu of paying contributions is the amount of benefits
charged to that employer's account.

"8 96-11.3. Noncharging of benefits.

(@ To Specific Employer. — Benefits paid to an individual under a claim filed for a
period occurring after the date of the individual's separation from employment may not be
charged to the account of the employer by whom the individual was employed at the time of
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the separation if the separation is due to one of the reasons listed below and the employer
promptly notifies the Division, in accordance with rules adopted by the Division, of the reason:

(1)  The individual left work without good cause attributable to the employer.

(2)  The employer discharged the individual for misconduct in connection with
the work.

(3)  The employer discharged the individual solely for a bona fide inability to do
the work for which the individual was hired and the individual's period of
employment was 100 days or less.

(4)  The separation is a disqualifying separation under G.S. 96-14.7.

(b)  To Any Base Period Employer. — Benefits paid to an individual may not be charged
to the account of an employer of the individual if the benefits paid meet any of the following
descriptions:

(1)  They were paid to an individual who is attending a vocational school or
training program approved by the Division.

(2)  They were paid to an individual for unemployment due directly to a major
natural disaster declared by the President pursuant to the Disaster Relief Act
of 1970, and the individual receiving the benefits would have been eligible
for disaster unemployment assistance under this federal act if the individual
had not received benefits under this Chapter.

(3) They were paid to an individual who left work for good cause under
G.S. 96-14.8.

(4)  They were paid as a result of a decision by the Division and the decision is
ultimately reversed upon final adjudication.

(©) Current Employer. — At the request of the employer, no benefit charges may be
made to the account of an employer that has furnished work to an individual who, because of
the loss of employment with one or more other employers, is eligible for partial benefits while
still being furnished work by the employer on substantially the same basis and substantially the
same wages as had been made available to the individual during the individual's base period.
This prohibition applies regardless of whether the employments were simultaneous or
successive. A request made under this subsection must be filed in accordance with rules
adopted by the Division.

"8 96-11.4. No relief for errors resulting from noncompliance.

(a) Charges for Errors. — An employer's account may not be relieved of charges relating
to benefits paid erroneously from the Unemployment Insurance Fund if the Division determines
that both of the following apply:

(1)  The erroneous payment was made because the employer, or the agent of the
employer, was at fault for failing to respond timely or adequately to a written
request from the Division for information relating to the claim for
unemployment compensation. An erroneous payment is one that would not
have been made but for the failure of the employer or the employer's agent to
respond to the Division's request for information related to that claim.

(2) The employer or agent has a pattern of failing to respond timely or
adequately to requests from the Division for information relating to claims
for unemployment compensation. In determining whether the employer or
agent has a pattern of failing to respond timely or adequately, the Division
must_consider the number of documented instances of that employer's or
agent's failures to respond in relation to the total requests made to that
employer or agent. An employer or agent may not be determined to have a
pattern of failing to respond if the number of failures during the year prior to
the request is less than two percent (2%) of the total requests made to that
employer or agent.
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(b) Appeals. — An employer may appeal a determination by the Division prohibiting the
relief of charges under this section in the same manner as other determinations by the Division
with respect to the charging of employer accounts.

©) Applicability. — This section applies to erroneous payments established on or after
October 21, 2013.

"8 96-11.5. Contributions credited to wrong account.

(@ Refund of Contributions Credited to Wrong Account. — When contributions are
credited to the wrong account, the erroneous credit may be adjusted only by refunding the
employer who made the payment that was credited in error. This applies regardless of whether
the employer to whom the payment was credited in error is a related entity of the employer to
whom the payment should have been credited. An employer whose payment is credited to the
wrong account may request a refund of the amount erroneously credited by filing a request for
refund within five years of the last day of the calendar year in which the erroneous credit
occurred.

(b) Effect on Contribution Rate. — Failure of the Division to credit the correct account
for contributions does not affect the contribution rate determined under G.S. 96-9.2 for either
the employer whose account should have been credited for the contributions or the employer
whose account was credited, and it does not affect the liability of an employer for contributions
determined under those rates. No prior contribution rate for either of the employers may be
adjusted even though the contribution rates were based on incorrect amounts in their account.
An employer is liable for contributions determined under those rates for the five calendar years
preceding the year in which the error is determined. This applies regardless of whether the
employer acted in good faith.

"8 96-11.6. Interest on Unemployment Insurance Fund allocated among employers'
accounts.

The Division must determine the ratio of the credit balance in each employer's account to
the total of the credit balances in all employers' accounts as of the computation date. The
Division must allocate an amount equal to the interest credited to this State's account in the
Unemployment Trust Fund for the four completed calendar guarters preceding the computation
date on a pro rata basis to these accounts. The amount must be prorated to an employer's
account in the same ratio that the credit balance in the employer's account bears to the total of
the credit balances in all the accounts. VVoluntary contributions made by an employer after July
31 of a year are not considered a part of the employer's account balance used in determining the
allocation under this section until the computation date in the following year.

"8 96-11.7. Acquisition of employer and transfer of account to another employer.

(a) Mandatory Transfer. — When an employer acquires all of the organization, trade, or
business of another employer, the account of the predecessor must be transferred as of the date
of the acquisition to the successor employer for use in the determination of the successor's
contribution rate. This mandatory transfer does not apply when there is no common ownership
between the predecessor and the successor and the successor acquired the assets of the
predecessor in a sale in bankruptcy. In this circumstance, the successor's contribution rate is
determined without regard to the predecessor's contribution rate.

(b)  Consent. — When a distinct and severable portion of an employer's organization,
trade, or business is transferred to a successor employer and the successor employer continues
to _operate the acquired organization, trade, or business, the portion of the account of the
transferring employer that related to the transferred business may, with the approval of the
Division, be transferred by mutual consent from the transferring employer to the successor
employer. A successor employer that is a related entity of the transferring employer is eligible
for a transfer from the transferring employer's account only to the extent permitted by rules
adopted by the Division. No transfer may be made to the account of an employer that has
ceased to be an employer under G.S. 96-11.9.
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If a transfer of part or all of an account is allowed but is not mandatory, the successor
employer requesting the transfer may make a request for transfer by filing an application for
transfer with the Division within two years after the date the business was transferred or the
date of notification by the Division of the right to request an account transfer, whichever is
later. If the application is approved and the application was filed within 60 days after
notification from the Division of the right to request a transfer, the transfer is effective as of the
date the business was transferred. If the application is approved and the application was filed
later than 60 days after notification from the Division, the effective date of the transfer is the
first day of the calendar quarter in which the application was filed.

If the effective date of a transfer of an account under this subsection is after the
computation date in a calendar year, the Division must recalculate the contribution rate for the
transferring employer and the successor employer based on their account balances on the
effective date of the account transfer. The recalculated contribution rate applies for the calendar
year beginning after the computation date.

(©) Employer Number. — A new employer shall not be assigned a discrete employer
number when there is an acquisition or change in the form or organization of an existing
business enterprise, or severable portion thereof, and there is a continuity of control of the
business enterprise. That new employer shall continue to be the same employer for the
purposes of this Chapter as before the acquisition or change in form. The following
assumptions apply in this subsection:

(1)  "Control of the business enterprise™ may occur by means of ownership of the
organization conducting the business enterprise, ownership of assets
necessary to conduct the business enterprise, security arrangements or lease
arrangements covering assets necessary to conduct the business enterprise,
or a contract when the ownership, stated arrangements, or contract provide
for or allow direction of the internal affairs or conduct of the business
enterprise.

(2) A “continuity of control" will exist if one or more persons, entities, or other
organizations controlling the business enterprise remain in control of the
business enterprise after an acquisition or change in form. Evidence of
continuity of control includes changes of an individual proprietorship to a
corporation, partnership, limited liability company, association, or estate; a
partnership to an_individual proprietorship, corporation, limited liability
company, association, estate, or the addition, deletion, or change of partners;
a_limited liability company to an individual proprietorship, partnership,
corporation, association, estate, or to another limited liability company; a
corporation to an individual proprietorship partnership, limited liability
company, association, estate, or to another corporation or from any form to
another form.

(d)  Contribution Rate. — Notwithstanding the other provisions in this section, when an
account is transferred in its entirety to a successor employer, the transferring employer's
contribution rate is the standard beginning rate.

Notwithstanding the other provisions in this section, if a successor employer to whom an
account is transferred was an employer as of the date of the business transfer, the account
transfer does not affect the successor employer's contribution rate for the calendar year in
which the business was transferred. If the successor employer was not an employer as of the
date of the business transfer, the successor employer's contribution rate for the year in which
the business transfer occurs is the standard beginning rate unless one of the following applies:

(1)  The account transfer is a mandatory transfer, in which case the contribution
rate_of the successor employer is the contribution rate of the transferring

employer.
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(2)  The account transfer is by consent and the successor employer filed an
application within 60 days of the business transfer, in which case the
contribution rate of the successor employer is the contribution rate of the
transferring employer. If the business was transferred from more than one
employer and the transferring employers had different contribution rates, the
contribution rate of the successor employer is the rate calculated as of the
effective date of the account transfers.

(e) Liability for Contributions. — An employer that, by operation of law, purchase, or
otherwise is the successor to an employer liable for contributions becomes liable for
contributions on the day of the succession. This provision does not affect the successor's
liability as otherwise prescribed by law for unpaid contributions due from the predecessor.

) Deceased or Insolvent Employer. — When the organization, trade, or business of a
deceased person or of an insolvent debtor is taken over and operated by an administrator,
executor, receiver, or trustee in bankruptcy, the new employer automatically succeeds to the
account and contribution rate of the deceased person or insolvent debtor without the necessity
of filing an application for the transfer of the account.

"§ 96-11.8. Closure of account.

(@  Account Closed. — When an employer ceases to be an employer under G.S. 96-11.9,
the employer's account must be closed and may not be used in any future computation of the
employer's contribution rate. An employer has no right or claim to any amounts paid by the
employer into the Unemployment Insurance Fund.

(b) Exception for Active Duty. — If the Division finds that an employer's business is
closed solely because one or more of its owners, officers, or partners or its majority stockholder
enters_into the Armed Forces of the United States, an ally, or the United Nations, the
employer's account may not be terminated. If the business resumes within two years after the
discharge or release of the affected individual from active duty in the Armed Forces of the
United States, the employer's account is considered to have been chargeable with benefits
throughout more than 13 consecutive calendar months ending July 31 immediately preceding
the computation date. This subsection applies only to an employer that makes contributions
under G.S. 96-9.2. This subsection does not apply to an employer that makes payments in lieu
of contributions under G.S. 96-9.6.

"8 96-11.9. Termination of coverage.

(a) By Law. — An employer that has not paid wages for two consecutive calendar years
ceases to be an employer liable for contributions under this Chapter.

(b) By Application. — An employer may file an application with the Division to
terminate _coverage. An application for termination must be filed prior to March 1 of the
calendar year for which the employer wishes to cease coverage. The Division may terminate
coverage if it finds that the employer was not liable for contributions during the preceding
calendar year. Termination of coverage under this subsection is effective as of January 1 of the
calendar year in which the application is granted.

©) After Reactivation. — If the Division reactivates the account of an employer that has
been closed, the employer may file an application with the Division to terminate coverage. The
application must be filed within 120 days after the Division notifies the employer of the
reactivation of the employer's account. The Division may terminate coverage if it finds that the
employer was not liable for contributions during the preceding calendar year. Termination of
coverage under this subsection is effective as of January 1 of the calendar year in which the
application is granted. An employer's protest of liability upon reactivation is considered an
application for termination.

(d)  After Discovery. — When the Division discovers that an employer is liable for
contributions for a period of more than two years, the employer may file an application with the
Division to terminate coverage. The application must be filed within 90 days after the Division
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notifies the employer of the discovered liability. The Division may terminate coverage if it
finds that the employer was not liable for contributions during the preceding calendar year. An
employer's protest of liability upon discovery is considered an application for termination. An
employer is not eligible for termination of liability under this subsection if the employer
willfully attempted to defeat or evade the payment of contributions."

SECTION 5. Article 9 of Chapter 96 of the General Statutes is amended by adding
a new Article to read:

"Article 2C.
"Benefits Payable for Unemployment Compensation.
"8 96-14.1. Unemployment benefits.

(@ Purpose. — The purpose of this Article is to provide temporary unemployment
benefits as required by federal law to an individual who is unemployed through no fault on the
part of the individual and who is able, available, and actively seeking work.

(b)  Valid Claim. — To obtain benefits, an individual must file a valid claim for
unemployment benefits and register for work. An individual must serve a one-week waiting
period for each claim filed. A valid claim is one that meets the employment and wage standards
in this subsection for the individual's base period. A valid claim for a second benefit year is one
that meets the employment and wage standards in this subsection since the beginning date of
the prior benefit year and before the date the new benefit claim is filed.

[€0)] Employment. — The individual has been paid wages in at least two quarters
of the individual's base period.

(2)  Wages. — The individual has been paid wages totaling at least six times the
average weekly insured wage during the individual's base period. If an
individual lacks sufficient base period wages, then the wage standard for that
individual is determined using the last four completed calendar quarters
immediately preceding the first day of the individual's benefit year. This
alternative base period may not be used by an individual in making a claim
for benefits in the next benefit year.

(©) Qualification Determination. — An individual's qualification for benefits is
determined based on the reason for separation from employment from the individual's bona fide
employer. The individual's bona fide employer is the most recent employer for whom the
individual began employment for an indefinite duration or a duration of more than 30
consecutive calendar days, regardless of whether work was performed on all of those days. An
individual who is disqualified has no right to benefits.

(d)  Eligibility for Benefits. — The Division must calculate a weekly benefit amount and
determine the duration of benefits for an individual who files a valid claim and qualifies for
benefits. To receive the weekly benefit amount, the Division must find that the individual meets
the work search eligibility requirements for each week of the benefit period. An individual who
fails to meet the work search requirements for a given week is ineligible to receive a benefit
until the condition causing the ineligibility ceases to exist.

©) Federal Restrictions. — Benefits are not payable for services performed by the
following individuals, to the extent prohibited by section 3304 of the Code:

(1) Instructional, research, or principal administrative employees of educational

institutions.
(2)  Professional athletes.
(3)  Aliens.

"8 96-14.2. Weekly benefit amount.

(@ Weekly Benefit Amount. — The weekly benefit amount for an individual who is
totally unemployed is an amount equal to the wages paid to the individual in the last two
completed quarters of the individual's base period divided by 52 and rounded to the next lower
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whole dollar. If this amount is less than fifteen dollars ($15.00), the individual is not eligible
for benefits. The weekly benefit amount may not exceed three hundred fifty dollars ($350.00).

(b) Partial Weekly Benefit Amount. — The weekly benefit amount for an individual who
is partially unemployed or part-totally employed is the amount the individual would receive
under subsection (a) of this section if the individual were totally unemployed, reduced by the
amount of any wages the individual receives in the benefit week in excess of twenty percent
(20%) of the benefit amount applicable to total unemployment. If the amount so calculated is
not a whole dollar, the amount must be rounded to the next lower whole dollar. Payments
received by an individual under a supplemental benefit plan do not affect the computation of
the individual's partial weekly benefit.

©) Retirement Reduction. — The amount of benefits payable to an individual must be
reduced as provided in section 3304(a)(15) of the Code.

(d) Income Tax Withholding. — An individual may elect to have federal income tax
deducted and withheld from the individual's unemployment benefits in the amount specified in
section 3402 of the Code. An individual may elect to have State income tax deducted and
withheld from the individual's unemployment benefits in an amount determined by the
individual. The individual may change a previously elected withholding status. The amounts
deducted and withheld from unemployment benefits remain in the Unemployment Insurance
Fund until transferred to the appropriate taxing authority as a payment of income tax. The
Division must advise an individual in writing at the time the individual files a claim for
unemployment benefits that the benefits paid are subject to federal and State income tax, that
requirements exist pertaining to estimated tax payments, and that the individual may elect to
have the amounts withheld.

"8 96-14.3. Minimum and maximum duration of benefits.

The minimum and maximum number of weeks an individual is allowed to receive
unemployment benefits depends on the seasonal adjusted statewide unemployment rate that
applies to the six-month base period in which the claim is filed. One six-month base period
begins on January 1 and one six-month base period begins on July 1. For the base period that
begins January 1, the seasonal adjusted unemployment rate for the State for the preceding
month of October applies. For the base period that begins July 1, the seasonal adjusted
unemployment rate for the State for the preceding month of April applies. The Division must
use the most recent seasonal adjusted unemployment rate determined by the U.S. Department
of Labor, Bureau of Labor Statistics, and not the rate as revised in the annual benchmark. The
number of weeks allowed for an individual is determined in accordance with G.S. 96-14.4.

Seasonal Adjusted Minimum Number Maximum Number
Unemployment Rate of Weeks of Weeks
Less than or equal to 5.5% 5 12
Greater than 5.5% up to 6% 6 13
Greater than 6% up to 6.5% 7 14
Greater than 6.5% up to 7% 8 15
Greater than 7% up to 7.5% 9 16
Greater than 7.5% up to 8% 10 17
Greater than 8% up to 8.5% 11 18
Greater than 8.5% up to 9% 12 19

Greater than 9% 13 20
"8 96-14.4. Duration of benefits for individual claimant.

(a) Total Benefit Amount. — The total amount of benefits paid to an individual may not
exceed the individual's total benefit amount. The total benefit amount for an individual is
determined as follows:

Q) Divide the individual's base-period wages by the average of the wages paid
to the individual in the last two completed quarters of the base period.
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(2) Multiply the guotient by eight and two-thirds.

3) Round the product to the nearest whole number.

(4) Multiply the resulting amount by the individual's weekly benefit amount as
determined under G.S. 96-14.2.

(b) Duration. — The number of weeks an individual may receive benefits varies
depending on the seasonal adjusted statewide unemployment rate that applies at the time the
reqular unemployment claim is filed. The total benefits paid to an individual may not be less
than the individual's average weekly benefit amount multiplied by the minimum number of
weeks allowed in accordance with G.S. 96-14.3. The total benefits paid to an individual may
not exceed the lesser of the following:

(1)  The individual's average weekly benefit amount multiplied by the maximum
number of weeks allowed in accordance with G.S. 96-14.3.

(2)  The individual's total benefit amount, as calculated under subsection (a) of
this section.

"8 96-14.5. Disqualification for good cause not attributable to the employer.

(a) Determination. — The Division must determine the reason for an individual's
separation from work. An individual does not have a right to benefits and is disqualified from
receiving benefits if the Division determines that the individual left work for a reason other
than good cause attributable to the employer. When an individual leaves work, the burden of
showing good cause attributable to the employer rests on the individual and the burden may not
be shifted to the employer.

(b) Reduced Work Hours. — When an individual leaves work due solely to a unilateral
and permanent reduction in work hours of more than fifty percent (50%) of the customary
scheduled full-time work hours in the establishment, plant, or industry in which the individual
was employed, the leaving is presumed to be good cause attributable to the employer. The
employer may rebut the presumption if the reduction is temporary or was occasioned by
malfeasance, misfeasance, or nonfeasance on the part of the individual.

(©) Reduced Rate of Pay. — When an individual leaves work due solely to a unilateral
and permanent reduction in the individual's rate of pay of more than fifteen percent (15%), the
leaving is presumed to be good cause attributable to the employer. The employer may rebut the
presumption if the reduction is temporary or was occasioned by malfeasance, misfeasance, or
nonfeasance on the part of the individual.

"8 96-14.6. Disqualification for misconduct.

(a) Disqualification. — An individual who the Division determines is unemployed for
misconduct connected with the work is disqualified for benefits. The period of disqualification
begins with the first day of the first week the individual files a claim for benefits after the
misconduct occurs.

(b) Misconduct. — Misconduct connected with the work is either of the following:

(1)  Conduct evincing a willful or wanton disregard of the employer's interest as
is found in deliberate violation or disregard of standards of behavior that the
employer has the right to expect of an employee or has explained orally or in
writing to an employee.

(2)  Conduct evincing carelessness or negligence of such degree or recurrence as
to_manifest an intentional and substantial disregard of the employer's
interests or of the employee's duties and obligations to the employer.

©) Examples. — The following examples are prima facie evidence of misconduct that
may be rebutted by the individual making a claim for benefits:

(1)  Violation of the employer's written alcohol or illegal drug policy.

(2) Reporting to work significantly impaired by alcohol or illegal drugs.

3) Consumption of alcohol or illegal drugs on the employer's premises.
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4 Conviction by a court of competent jurisdiction for manufacturing, selling,
or distributing a controlled substance punishable under G.S. 90-95(a)(1) or
G.S. 90-95(a)(2) if the offense is related to or connected with an employee's
work for the employer or is in violation of a reasonable work rule or policy.

(5) Termination or suspension from employment after arrest or conviction for an
offense involving violence, sex crimes, or illegal drugs if the offense is
related to or connected with the employee's work for an employer or is in
violation of a reasonable work rule or policy.

(6)  Any physical violence whatsoever related to the employee's work for an
employer, including physical violence directed at supervisors, subordinates,
coworkers, vendors, customers, or the general public.

[€4)] Inappropriate _comments or behavior toward supervisors, subordinates,
coworkers, vendors, customers, or to the general public relating to any
federally protected characteristic that creates a hostile work environment.

(8) Theft in connection with the employment.

9 Forging or falsifying any document or data related to employment, including

a previously submitted application for employment.

(10) Violation of an employer's written absenteeism policy.

(11) Refusal to perform reasonably assigned work tasks or failure to adequately
perform employment duties as evidenced by no fewer than three written
reprimands in the 12 months immediately preceding the employee's
termination.

"8 96-14.7. Other reasons to be disqualified from receiving benefits.

(a) Failure to Supply Necessary License. — An individual is disqualified for benefits if
the Division determines that the individual is unemployed for failure to possess a license,
certificate, permit, bond, or surety that is necessary for the performance of the individual's
employment if it was the individual's responsibility to supply the necessary documents and the
individual's inability to do so was within the individual's control. The period of disqualification
begins with the first day of the first week the individual files a claim for benefits after the
individual's failure occurs.

(b) Labor Dispute. — An individual is disqualified for benefits if the Division
determines the individual's total or partial unemployment is caused by a labor dispute in active
progress at the factory, establishment, or other premises at which the individual is or was last
employed or by a labor dispute at another place within this State that is owned or operated by
the employer that owns or operates the factory, establishment, or other premises at which the
individual is or was last employed and that supplies materials or services necessary to the
continued and usual operation of the premises at which the individual is or was last employed.
An individual disqualified under the provisions of this subsection continues to be disqualified
after the labor dispute has ceased to be in active progress for the period of time that is
reasonably necessary and required to physically resume operations in the method of operating
in use at the plant, factory, or establishment.

"8 96-14.8. Military spouse relocation and domestic violence are good causes for leaving.

An individual is not disqualified for